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security with substantially similar
characteristics.

§703.12 Monitoring securities.

(a) At least monthly, a Federal credit
union must prepare a written report
setting forth, for each security held,
the fair value and dollar change since
the prior month-end, with summary in-
formation for the entire portfolio.

(b) At least quarterly, a Federal cred-
it union must prepare a written report
setting forth the sum of the fair values
of all fixed and variable rate securities
held that have one or more of the fol-
lowing features:

(1) Embedded options;

(2) Remaining maturities greater
than 3 years; or

(3) Coupon formulas that are related
to more than one index or are inversely
related to, or multiples of, an index.

(c) Where the amount calculated in
paragraph (b) of this section is greater
than a Federal credit union’s net
worth, the report described in that
paragraph must provide a reasonable
and supportable estimate of the poten-
tial impact, in percentage and dollar
terms, of an immediate and sustained
parallel shift in market interest rates
of plus and minus 300 basis points on:

(1) The fair value of each security in
the Federal credit union’s portfolio;

(2) The fair value of the Federal cred-
it union’s portfolio as a whole; and

(3) The Federal credit union’s net
worth.

(d) If the Federal credit union does
not have an investment-related com-
mittee, then each member of its board
of directors must receive a copy of the
reports described in paragraphs (a)
through (c¢) of this section. If the Fed-
eral credit union has an investment-re-
lated committee, then each member of
the committee must receive copies of
the reports, and each member of the
board of directors must receive a sum-
mary of the information in the reports.

§703.13 Permissible investment activi-
ties.

(a) Regular way settlement and delivery
versus payment basis. A Federal credit
union may only contract for the pur-
chase or sale of a security as long as
the delivery of the security is by reg-
ular way settlement and the trans-

§703.13

action is accomplished on a delivery
versus payment basis.

(b) Federal funds. A Federal credit
union may sell Federal funds to an in-
stitution described in Section 107(8) of
the Act and credit unions, as long as
the interest or other consideration re-
ceived from the financial institution is
at the market rate for Federal funds
transactions.

(c) Investment repurchase transaction.
A Federal credit union may enter into
an investment repurchase transaction
S0 long as:

(1) Any securities the Federal credit
union receives are permissible invest-
ments for Federal credit unions, the
Federal credit union, or its agent, ei-
ther takes physical possession or con-
trol of the repurchase securities or is
recorded as owner of them through the
Federal Reserve Book Entry Securities
Transfer System, the Federal credit
union, or its agent, receives a daily as-
sessment of their market value, includ-
ing accrued interest, and the Federal
credit union maintains adequate mar-
gins that reflect a risk assessment of
the securities and the term of the
transaction; and

(2) The Federal credit union has en-
tered into signed contracts with all ap-
proved counterparties.

(d) Borrowing repurchase transaction.
A Federal credit union may enter into
a borrowing repurchase transaction so
long as:

(1) The transaction meets the re-
quirements of paragraph (c) of this sec-
tion;

(2) Any cash the Federal credit union
receives is subject to the borrowing
limit specified in Section 107(9) of the
Act, and any investments the Federal
credit union purchases with that cash
are permissible for Federal credit
unions; and

(3) The investments referenced in
paragraph (d)(2) of this section mature
no later than the maturity of the bor-
rowing repurchase transaction.

(e) Securities lending transaction. A
Federal credit union may enter into a
securities lending transaction so long
as:

(1) The Federal credit union receives
written confirmation of the loan;

(2) Any collateral the Federal credit
union receives is a legal investment for
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